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1. IN VIEW OF DE LA PUENTE'S INCREASINGLY UNCERTAIN STATUS 
WITHIN GOP, GOP'S NOVEMBER 21 PRESS STATEMENT (REF A), 

AND RECENT CONVERSATIONS WITH DE LA FLOR, DEPT IS BECOMING 
INCREASINGLY CONCERNED THAT GOP DOES NOT FULLY UNDERSTAND 
NEED FOR MAJOR PROGRESS IN MARCONA NEGOTIATIONS WITHIN THE 
NEXT THREE WEEKS. (AMBASSADOR DEAN FULLY CONCURS.) WITH 
DE LA FLOR'S DISAVOWAL OF A DE LA PUENTE TRIP TO WASHINGTON 
THE SECOND WEEK IN DECEMBER, AND LIKELIHOOD THAT 
MINISTER OF COMMERCE ARIAS WILL NOT BE IN A POSITION TO 
NEGOTIATE WHEN HE VISITS WASHINGTON DECEMBER 1-3, THERE 
WOULD BE NO SATISFACTORY BASIS FOR USG FINDING AT THIS TIME 
THAT GOOD FAITH NEGOTIATIONS TOWARD PAYMENT OF PROMPT, ADE- 
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QUATE, AND EFFECTIVE COMPENSATION ARE CURRENTLY IN PROGRESS. 
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IF NO NEGOTIATIONS ARE SCHEDULED AND PROGRESS IS NOT ACHIEV- 
ED BEFORE DECEMBER 15 WHEN THE GSP DECISION MUST BE MADE, 

THE RESULT WILL ALMOST CERTAINLY BE THE CONFRONTATION THAT 
BOTH COUNTRIES WISH TO AVOID. THUS WE FRET. IT IS ESSENTIAL 
THAT THE GOP BE MADE TO UNDERSTAND THE IMPORTANCE OF 
SCHEDULING ANOTHER NEGOTIATING SESSION BEFORE DECEMBER 15, 

HOPEFULLY WITH THE RESPONSIBLE GOP MINISTERS AND THE 
ESSENTIAL NEED FOR SUBSTANTIAL PROGRESS AT THAT SESSION. 

YET. THERE IS NO POINT IN ANOTHER SESSION (EITHER IN 
WASHINGTON OR LIMA), IF THE GOP IS NOT PREPARED TO DIS- 
CUSS COMPENSATION IN A CONCRETE FASHION. 

2. AT THE SAME TIME, WE WISH TO REITERATE OUR UNDERSTAND- 
ING REGARDING PERUVIAN ACCESS TO THE IFTS. PERUVIAN 
EXECUTIVE DIRECTOR OF IDB HAS TRAVELED TO LIMA, PRESUMABLY 
IN SEARCH OF GUIDANCE ON TWO LOANS NOW PENDING BEFORE BANK. 
IT IS ESSENTIAL THAT NO EFFORTS BE MADE BY GOP TO MOVE 
THESE LOANS FORWARD PRIOR TO NEXT NEGOTIATING SESSION. 

3. UNDER THESE CIRCUMSTANCES CHARGE IS REQUESTED TO MAKE 
AN ORAL DEMARCHE EITHER TO GARCIA BEDOYA OR DE LA FLOR 
IMMEDIATELY, ALONG LINES SET OUT BELOW. (FISHLOW MADE 
ESSENTIALLY THE SAME POINTS TO PERUVIAN CHARGE HERE ON 
NOVEMBER 25.) 

4. TALKING POINTS: 

- MY GOVERNMENT RECOGNIZES THAT GOP'S COMMUNIQUE OF 
NOVEMBER 21 INDICATES AN INCLINATION ON THE PART OF THE 

GOP TO COMPENSATE MARCONA IN ACCORDANCE WITH PERUVIAN LAW 
AND UNIVERSAL JURIDICAL PRINCIPLES. WE ARE ALSO PLEASED 
THAT THE GOP IS APPARENTLY PROCEEDING TOWARD COMPLETING 
ITS AUDIT OF MARCONA'S FINANCIAL STATEMENTS AND THAT 
MINISTER OF COMMERCE ARIAS WILL BE VISITING DECEMBER 1-3. 

- WE DO NOT. HOWEVER, CONSIDER THESE AS A SUBSTITUTE FOR 
NEGOTIATIONS. AND ARE CONCERNED THAT AT THE PRESENT TIME 
NO NEW NEGOTIATIONS ARE SCHEDULED. WHILE WE REALIZE THAT 
THERE IS NO POINT IN FURTHER NEGOTIATIONS UNTIL THE GOP 
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IS PREPARED TO DISCUSS SPECIFIC FIGURES, WE WISH AGAIN TO 
EMPHASIZE THE CRITICAL NATURE OF THE TIME FACTOR WITH 
RESPECT TO U.S. LAW. 

- AS DEPUTY ASSISTANT SECRETARY FISHLOW SAID IN HIS 
LETTER TO DE LA PUENTE, THE U.S. GOVERNMENT ASSUMES THAT 
THE "GENERAL FRAMEWORK FOR AVOIDING CONFRONTATION" 

THAT WAS AGREED UPON OCTOBER 24 "REMAINS IN EFFECT." IN 
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THAT LETTER WE ALSO ASKED FOR THE OOP'S COOPERATION IN 
ASSURING "THAT YOUR REPRESENTATIVES IN WASHINGTON DO 
NOTHING TO COMPLICATE MATTERS." WE REALIZE, AS WE ASSUME 
THE GOP DOES, THAT THIS ARRANGEMENT INVOLVING IFI LOANS 
AND GSP CAN ONLY BE TEMPORARY IN NATURE. SPECIFICALLY, 
DESPITE THE FACT THAT THE GOVERNMENT OF PERU REMAINS ON 
THE GSP COUNTRIES LIST UNDER NEW EXECUTIVE ORDER, PERU'S 
STATUS WITH RESPECT TO GSP WILL BE REVIEWED - ALONG WITH 

SEVERAL OTHER COUNTRIES WHERE EXPROPRIATIONS HAVE TAKEN 
PLACE - BETWEEN DECEMBER 15 AND 20. IF BY THAT TIME 
THERE HAS BEEN NO SUBSTANTIAL PROGRESS IN THE NEGOTIA- 
TIONS, THE USG WILL HAVE NO CHOICE BUT TO REMOVE PERU 
FROM THE LIST. 

- UNDER THESE CIRCUMSTANCES MY GOVERNMENT BELIEVES IT IS 
ESSENTIAL THAT A NEW SUBSTANTIVE NEGOTIATING SESSION BE 
SCHEDULED BEFORE DECEMBER 15, PREFERABLY WITH THE RESPON- 
SIBLE PERUVIAN MINISTERS, A SESSION AT WHICH BOTH GOVERN- 
MENTS ARE PREPARED TO DISCUSS SPECIFIC FIGURES AND THERE- 
BY CREATE THE CONDITIONS WHICH CAN LEAD TOWARD AN EARLY 
SETTLEMENT. WE BELIEVE THIS IS ESPECIALLY IMPORTANT IN 
VIEW OF THE OOP'S APPARENT LACK OF INTEREST IN AN INTERIM 
ARRANGEMENT ALONG THE LINES SUGGESTED IN THE FISHLOW 
LETTER TO DE LA PUENTE. 

- WE ARE PREPARED TO RESPOND TO ANY PERUVIAN INITIATIVE 
BUT NONE HAS BEEN FORTHCOMING. THE INITIATIVE IS CLEARLY 
WITH THE GOP. IF SUBSTANTIAL PRIOR AGREEMENT EXISTED ON 
AN INTERIM PROPOSAL, WE COULD FOCUS ON REACHING A FINAL 
ACCORD AT A SUBSEQUENT MEETING. 

- THUS, MY GOVERNMENT SINCERELY HOPES THAT THE GOP CAN 
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BE PREPARED TO NEGOTIATE ON THE BASIS OF SPECIFIC FIGURES 
WITHIN THE NEXT FEW WEEKS. IF THE GOP IS IN FACT PRE- 
PARED TO DO SO, DR. FISHLOW AND THE REST OF THE WASHINGTON 
TEAM ARE PREPARED TO COME TO PERU ON DECEMBER 10. I WISH 
TO REITERATE, HOWEVER, THAT UNLESS NO SERIOUS PROGRESS 
TOWARDS SETTLEMENT CAN TAKE PLACE, AND UNLESS THE GOP 
HAS SOMETHING TO PRESENT, THERE WOULD IN FACT BE NOTHING 
TO BE GAINED FROM AN ADDITIONAL VISIT. KISSINGER 
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